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in greenhouse gases and press for Senate ap-
proval of conventions on biodiversity and the
Law of the Sea. Working closely with the
Vice President, I have also focused on how
we can make greater use of environmental
initiatives to promote larger strategic and
economic goals. That means, for example,
encouraging joint water projects in the Mid-
dle East, increasing environmental coopera-
tion with our global partners, and helping
our environmental industries capture a larg-
er share of a $400 billion global market.

The third element of our agenda is to build
on the economic achievements that will be a
lasting legacy of the Clinton Administration.
President Clinton’s personal leadership on
NAFTA, the Urguay Round, APEC and the
Summit of the Americas, has made the Unit-
ed States the hub of an increasingly open
global trading system. This year, our watch-
word is implementation—making sure that
the trade commitments and agreements we
have reached produce concrete opportunities
so that American companies and workers
can compete abroad on a level playing field.
In the Asia-Pacific region through APEC,
with the European Union through the Trans-
atlantic Marketplace, and in this Hemi-
sphere through the Miami process, we are re-
moving barriers to trade and investment and
opening markets for U.S. exports. We also re-
main committed to obtaining fast-track au-
thority to negotiate Chile’s accession to
NAFTA.

As this presidential election year begins,
we are hearing once again from those who
preach the dangerous gospel of protection
and isolation. America and the world went
down that road in 1930s—and our mistake
fueled the Great Depression and helped set
the stage for the Second World War. Shut-
ting America off from the world would be
just as reckless today as it was six decades
ago. As President Clinton said at the begin-
ning of his Administration, ‘‘we must com-
pete, not retreat.’’

Ladies and gentlemen, everywhere I go, I
find that the nations of the world look to
America as a source of principled and reli-
able leadership. They see American soldiers
bridging rivers and moving mountains to
help peace take hold in Bosnia. They see us
working for peace in the Middle East and for
security in Korea. They see us negotiating
trade agreements so that every nation can
find reward in emerging markets. They see
the most powerful nation on earth standing
up for persecuted peoples everywhere, be-
cause we believe it is right and because those
who struggle for freedom represent the fu-
ture.

The world sees us as an optimistic people,
motivated by a broad view of our interests
and driven by a long view of our potential.
They follow us because they understand that
America’s fight for peace and freedom is the
world’s fight. At the end of the American
century, President Clinton is determined
that we continue to act in the highest tradi-
tions of our nation and our people.

The President’s answer to the voices of iso-
lationism is clear. We can no more isolate
our nation from the world than we can iso-
late our families from our neighborhoods, or
our neighborhoods from our cities. As a glob-
al power with global interests, retreat is not
a responsible option for the United States.
We must continue to lead. If we do, the end
of this millennium can mark the start of a
second American century.
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Mr. HOUGHTON. Mr. Speaker, I am
pleased to join my colleague from California,
Mr. MATSUI, as well as a number of other col-
leagues, in introducing the Nonprofit Organiza-
tions Tax-Exempt Bond Reform Act of 1996.
This is an important piece of bipartisan legisla-
tion that would help solve a problem that has
been growing since the law was changed in
1986. Basically, the problem is one where a
number of section 501(c)(3) organizations are
now at the $150 million limit on outstanding
bonds. The limit was established by the 1986
Tax Reform Act. The proposed legislation
would remove this cap and allow bonds issued
by 501(c)(3) organizations to be treated simi-
larly to those issued to finance direct State or
local government activities—as they were per-
mitted to do before the 1986 change. Similar
corrective legislation has been considered
and/or passed by prior Congresses, although
not to the point of being enacted into law.

The concept of an exempt person, that ex-
isted under the Code bond provisions before
1986, would be reenacted. An exempt person
would be defined as first, a State or local gov-
ernmental unit or second, a section 501(c)(3)
organization, when carrying out its exempt ac-
tivities under section 501(a). Thus, bonds for
section 501(c)(3) organizations would no
longer be classified as private activity bonds.
Financing for unrelated business activities of
such organizations would continue to be treat-
ed as a private business use for which tax-ex-
empt financing is not authorized.

As exempt persons, section 501(c)(3) orga-
nizations would be subject to the same limits
as State and local governments on using their
bond proceeds to finance private business ac-
tivities or to make private loans. Additional re-
strictions on the bonds issued by such organi-
zations would be repealed. The bill would
make no amendments, other than technical
conforming amendments, to the present-law
arbitrage restrictions, the alternative minimum
tax-exempt bond preference, or the provisions
generally disallowing interest paid by banks
and other financial institutions on amounts
used to acquire or carry tax-exempt bonds.

The principal beneficiaries of the bill would
be private, nonprofit colleges and universities.
These institutions provide substantially iden-
tical educational services to those provided by
governmental higher education institutions. In
order to have a consistent tax policy of provid-
ing like treatment for similarly situated per-
sons, the tax-exempt bond rules should pro-
vide comparable access to tax-exempt financ-
ing for these entities.

The main provision in the proposed legisla-
tion is to remove the $150 million per-institu-
tion limit on outstanding nonhospital qualified
501(c)(3) tax-exempt bonds. This provision
was intended as a limit on tax arbitraging of
college and university endowments. Other
present-law tax-exempt bond restrictions for
example, the arbitrage rebate requirement and
public approval, bond maturity, hedge bond,
and advance refunding restrictions, adequately

address this concern. In addition, the concern
that private colleges and universities engage
in tax arbitraging of their endowments reflects
a misunderstanding of the restrictions govern-
ing endowments. Most State laws prohibit de-
pletion of endowment corpus. Further, approxi-
mately 65 percent of endowment funds nation-
ally is subject to donor-imposed restrictions on
the uses for which even the income may be
used.

Finally, the other beneficiary would be non-
profit health care providers who are also sub-
ject to the $150 million cap. A growing number
of health care providers are delivering medical
services in a cost-effective manner outside of
the hospital setting. Yet, providers like com-
munity health clinics, skilled nursing facilities,
and ambulatory care facilities are limited by
the $150 million cap per institution in outstand-
ing tax-exempt bonds. Also, as alternative
health care facilities and hospitals form inte-
grated health care delivery systems, the cap
hinders the consolidation of these entities. The
cap actually acts as a barrier to these merg-
ers, because after a merger there would be a
single $150 million limit.

The proposed legislation generally would
apply to bonds issued after the date of enact-
ment.

We welcome the support of our colleagues
in cosponsoring this important legislation.
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Mr. MATSUI. Mr. Speaker, I am pleased to
join with my good friend from New York, Con-
gressman HOUGHTON, in the reintroduction of
this important legislation. This bill will remove
the $150 million limit on outstanding bonds
that can be issued by 501(c)(3) nonprofit orga-
nizations and will allow bonds issued by
501(c)(3) organizations to be treated similarly
to those issued to finance direct State or local
government activities.

Nonprofit organizations such as colleges
and health care providers have traditionally
used tax-exempt financing for the construction,
renovation, and modernization of facilities
used for activities related to the nonprofit’s
mission. Prior to the 1986 Tax Reform Act,
this financing was generally available to all
qualified 501(c)(3) organizations in recognition
of the public purpose they serve.

Placing a $150 million cap on these non-
profits has had unintended and unforeseen
consequences. For example, the restriction on
tax-exempt financing has prevented private
colleges and universities from improving their
educational facilities and research capabilities.
Currently, the capital renewal and replacement
needs of colleges and universities exceed $60
billion of which one-third is urgently needed for
repairs and renovation. The National Science
Foundation has reported that for every $1
spent to maintain research facilities, an addi-
tional $3.50 was deferred. Our Nation needs
to improve its educational and research facili-
ties given that our work force and businesses
must compete in an everchanging global
economy.
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